The Malaysian Code on Corporate Governance (MCCG) recommends a separation between the position of CEO and Chairman to ensure a balance of power and authority, such that no individual has unfettered powers of making decision. It was hoped that the code would lead to more independent boards so as to provide the essential checks and balances over management's performance. Thus, the current study seeks to explore the extent CEO duality influence corporate performance in Malaysia. The findings indicate that companies with CEOs role duality seemed not to perform as well as their counterparts with separate board leadership based on accounting performance measurements, ROE and ROA. This implies that the recommendation by the MCCG to have the two roles separated is deemed very important and must be implemented fully.
Introduction
The economic crisis in 1997 has affected investors' confidence (particularly foreign investors) in the Malaysian capital market. Corporate governance mechanism may be the key in restoring investors' confidence in the capital market once again. Thus, the introduction of the Malaysian Code of Corporate Governance (MCCG) in 1999 by the Finance Committee on Corporate Governance (FCCG) can be seen as a vital step towards improving corporate governance practices of listed companies. The contribution of corporate governance is seen in the light of corporate accountability and business prosperity with the ultimate aim of enhancing shareholder value of the company in the long run while taking into account the interests of other stakeholders (FCCG, 1999, p: 52) .
One of the corporate governance issues that have given rise to concern is role duality or the 'dominant personality' phenomenon where the CEO is also the chairman of the board. Similar to the recommendation made in the Cadbury Code of Best Practices (Cadbury Report, 1992) , MCCG (2001) also recommends a separation between the position of CEO and Chairman to ensure a balance of power and authority, such that no individual has unfettered powers of decision. This would lead to more independent boards. Where the roles are combined, there should be a strong independent element on the board and the decision to do so should be publicly explained.
Although role duality is not common in Malaysian corporations (Haniffa, 1999; PwC, 1998 PwC, , 2001 ), companies are encouraged to separate the two roles to ensure proper check and balance on the top leadership of the corporation as suggested in the MCCG. Hence, it is worth investigating whether separation of the roles of CEO and Chairman helps to improve corporate performance.
A review of the literature on studies conducted to determine the relationships between either separate or joint leadership structure and corporate performance in the US (e.g. Davidson et al., 1996; Rhoades et al. 2000) and in the UK (e.g. Peel and O'Donnell, 1995; Dahya et al., 1996) shows a fairly mixed result within a country. Thus, the current study aims to contribute to the debate by examining the composition of role duality among Malaysian listed corporations and to explore the extent to which such leadership structure influences firm performance so as to provide insights into the appropriate governance mechanism suitable for adoption given the business climate in the country. The current research is also motivated by the lack of published studies conducted in the area of corporate governance in Malaysia in understanding the link between performance and role duality as compared to its counterparts in developed countries that may have different regulatory and economic environment.
The rest of this paper is organised as follows. The next section reviews the relevant literature in the area and presents a discussion of previous studies undertaken on the relationship between CEO role duality and corporate performance. In addition, a presentation of the research method adopted in the study including sample selection procedures and data sources, together with the results are discussed. The final section draws conclusion from the study.
Literature review
There are two views regarding the issue of separating the role of the Chairman and that of the CEO. Proponents of agency theory argue that the chairman has to be independent in order to check on the possibility of the over-ambitious plans of the CEO. The separation of the two roles is also necessary so as to provide the essential checks and balances over management's performance (Argenti, 1976; Stiles and Taylor, 1993; Blackburn, 1994) because someone who holds two top positions is more likely to pursue strategies which advance personal interests to the detriment of the firm as a whole (Jensen and Meckling, 1976; Jensen, 1986) . Agency theory therefore suggests that role duality reduce the monitoring effectiveness of the board over management and supports the separation of the role of CEO and Chairman.
On the other hand, those who favoured role duality use stewardship theory to support their case. They argue that manager will act in the best interests of the shareholders as their compensation is dependent on performance and as such, role duality may enhance board effectiveness. Stewart (1991) also asserts that role duality enhance decision-making process as it permits a sharper focus on company objectives and promotes more rapid implementation of operational decisions. Dahya et al. (1996) believe that role duality allows the CEO with strategic vision to shape the destiny of the firm with minimum board interference which could also lead to improved performance resulting from clear unfettered leadership of the boards (Rechner and Dolton, 1991 with and without role duality. Davidson et al. (1996) studied the influence of CEO role duality on financial performance of a sample of 1000 largest US firms using a two-sample t-test. The results were found to be mixed in sign and statistically insignificant. Brickley, Cools and Jarrell (1997) also found no systematic link between duality status and organisational performance or market value.
Dahya, Lonie and Power (1996) investigate whether investors in the UK prefer role duality in companies. Using a sample of 124 companies over the 48-month period from January 1989 to December 1992, their study showed that the stock market appears to have abnormal return of 0.16 percent over the 10-day period and were statistically significant at the 5 per cent level. They concluded that the market responds favourably to the separation of the two roles and that accounting performance 51 of companies with role duality appears to decline.
In another study by Balinga et al. (1996) , announcement effects of changes in a firm's duality status are examined to determine if the capital market view changes in duality status as a factor likely to impact performance. The findings in their study indicate no significant relationship between duality status and corporate performance, measured by operating performance and industry-adjusted standardized Market Value Added (MVA) 52 . They conclude that a change in status from duality to non-duality might be a symbolic move by the board to signal that they are exercising their governance role, rather than substantive move that can affect performance.
Research methodology Hypothesis
Due to the fairly mixed results found in previous studies as discussed above, the main concern of the 48 The coding scheme uses 1 to represent dual-title holders and 0 to represent all other structure. 49 Performance measures were coded by market base categories or accounting categories with return on assets (ROA) and return on equity (ROE). 50 Variables on standard market measurement were based on the risk-return characteristics of the shares in each company while corporate performance measures were based on accounting profitability (ROA), liquidity and gearing 51 Performance measurement based on ROS, Quick Asset and Capital Gearing. Mann-Whitney test was used to test on the equality of medians. 52 MVA measures as computed by Stern Steward & Co. are defined as the market value of a firm's capitalisation less the capital contributions from investors to the firm. current study is to explore the extent of CEO duality influences firm performance in Malaysia. Thus, the hypothesis to be tested is stated as follows:
there is an association between role duality and corporate performance.
Sample
The sample in this study consists of all non-financial and non unit trusts companies listed on the main board of Kuala Lumpur Stock Exchange (KLSE) as at financial year ended 1996 and having full data covering the period 1996-2000. The reason for excluding financial and unit trusts companies from the sample is due to differences in the regulatory requirements in their reporting. The sample period from 1996 until 2000 were selected in order to analyse the impact of leadership structure on corporate performance over a longer period as well as to provide evidence on the relationship one year preceding and following the issuance of the MCCG on corporate performance. The yearly performance data for all companies are computed on a 12-month reporting cycle. However, if the reported data did not confirm to the 12-month cycle (e.g. change of financial yearend date), a pro-rata adjustment is made to streamline the reporting period. The final number of companies included in the sample was 347 for each year.
Variables
The data collected for this study comprised of two categories: dependent and independent variables.
The dependent variables consist of three firm performance measurement; Tobin's Q, return on equity (ROE) and return on assets (ROA). Independent variables consist of board leadership or role duality and three control variables viz. gearing, sales or turnover as proxy for size, and capital expenditure. Table 1 provides a summary of the operationalisation of the dependent, independent and control variables selected in this study as well as their source of information.
"Please insert Table 1 here" Data on sales, earnings after tax, total debt, capital expenditure, shareholder equity, total asset and share price for calculating the companies performance are obtained from annual reports, DataStream and KLSE Annual Companies handbook for the period 1996 to 2000. The data for board leadership is obtained from companies' annual reports at KLSE and the Registrar of Companies (ROC) for the period 1996 until 2000, based on the position at the end of the previous year because the position at the beginning of the relevant financial year is responsible for overseeing company performance during the year.
Similar to the study by Subrahmanyam (1997) and Vafeas and Theodorou (1998) , OLS regression models (based on three performance measures) are used to examine if leadership structure influences firm performance. -intercept Qratio -is a proxy for Tobin's Q which measures performance in terms of company valuation. It is defined as market capitalisation plus total debt divided by total assets. ROE -is a proxy for accounting measure of performance (EAT/Shareholders Equity).
ROA -is another proxy for accounting measure of performance (EAT/Total Assets). DUAL -One if executive director is also the chairman of the board and zero otherwise.
Control
-presents variables included as control variables viz. size based on sales (LNSA), gearing (GEAR) based on % of total debt to total assets, and capital expenditure (PCEXTA) based on % of capital expenditure to total assets.
  error term.
Measurement of Dependent Variable
Since no single measure of corporate performance is perfect (Cochran and Wood, 1984) , both accounting and market returns are employed in this study. Tobin's Q (Qratio), used as a proxy for market return is measured by the ratio of the market value of common shares (number of common shares multiplied by the share price at the end of the year) plus total debt divided by the book value of total assets. ROE and ROA are used as proxies for accounting return. ROE is the average annual realised rate of return measured by dividing earnings after tax by shareholders equity. It represents the ultimate measure of how well companies serve their shareholders' economic interests. ROA is measured by dividing earnings after tax by total assets of the company. These performance indicators have also been used in previous studies on firm performance (e.g. 
Measurement of the Independent Variables
Similar to the study by Rhoades et al. (2001) a coding scheme is used in the current study to examine the relation between board leadership and corporate performance. The independent variable, board leadership or role duality (DUAL), is the separation of the role of Chairman and CEO, where firms that combined the title are labelled '1' and firms that separated the title are labelled '0'. A negative relationship is expected (consistent with higher agency costs), signifying better performance in the absence of role duality.
Three control variables viz. company size, gearing, and capital expenditure were also included in the regression model to avoid corporate performance being influenced by other factors. The natural log of annual sales (LNSA) is used as proxy for size and it is expected to be positively related to performance. Size is used as a control variable because company performance may be a function of size (larger firms are more profitable than smaller firms) and may bias the result (Ghosh, 1998) . Leverage or gearing ratio (GEAR) which measures the extent to which total asset have been financed with debt is based on percentage of total debt to total assets and it is expected to be positively related to performance as creditors would put pressure for companies to perform better. Gearing is used as a control variable because during times of economic stress or rising interest rate, companies with high gearing can experience financial problem. However during good times, gearing can enhance profitability by financing growth at a lower cost (Archelis, 2002) .
Corporate performance may also be a function of capital expenditure. It is possible that improvement in performance may be related to a reduced asset base following disposal of assets. Similarly, an increase in asset base as a result of acquiring assets is the source of the perceived poor performance (Abdul Rahman, 2000) . Capital expenditure (PCEXTA) in the current study is the percentage of capital expenditure to total assets and it is expected to be positively related to performance, signalling long-term growth potential.
Results

Descriptive Statistics
Descriptive statistics are performed in this study to gain an understanding of the characteristics of the sampled companies in the 5-year period of analysis (1996) (1997) (1998) (1999) (2000) . Table 2 provides the descriptive statistics for the dependent and control variables over each of the five-year period (1996-2000) as well as for the pooled data (combined for all five years). It can be seen that the mean for Qratio decreased in 1997 indicating the possible effect of the economic crisis but improved in 1998 due possibly to investors' gaining confidence by the steps taken by the government to improve governance practices in the country. However, the mean dropped slightly in 1999 and 2000 signaling market adjustments. In the case of accounting measures, both ROA and ROE show similar trends i.e. declining performance in 1997 and 1998 but improvement in 1999 and 2000. Interestingly, negative results were found for both performance measures in 1998, showing a one-year lag effect of the economic crisis. Table 2 here" Table 3 presents the descriptive analysis for role duality. It can be seen that the incidence of role duality seemed to increase from only 8.8% in 1996 to about 17.9% in 1999. As for the pooled data, only 11.8% of the sample had the same person undertaking the combined roles of CEO and Chairman 53 . This indicates that the incidence of role duality is still relatively low compared to the case in the UK and US where role duality is common practice. O'Sullivan (2002) and Vafeas and Theodorou (1998) found role duality to be present in 33% and 66% of UK boards respectively while Booth and Deli (1996) found 81% cases of role duality for US boards. Table 3 here"
"Please Insert
Regression Results
Tables 4, 5 and 6 report the results from regression equations linking role duality and corporate value based on three different performance measurement viz. Tobin's Q, ROE and ROA 54 . It can be seen in Table 4 that the variable role duality (DUAL) is not significant for all years and even for the pooled data. Thus, the results does not support the argument of stewardship theory that role duality (where the CEO is also the Chairman of the board) enhances firm market value.
Looking at the pooled data in Model 1 of Table  4 , Gearing (GEAR) is significantly different at the 1% level which indicates that high gearing makes a difference in putting pressure on companies to per- 53 Price Waterhouse (1998) found 91% of a total number of 304 Malaysian listed companies, over the period 1996, 1998 and 1999, practised separation of Chairman and CEO role. 54 The residual of the regression linking role duality and performance based on Tobin's Q indicate problem in normality assumption. Hence, the Tobin's Q ratio data and independent variables (gearing and capital expenditure) were transformed using normal scores to fulfil the assumption of normality before the OLS regression analysis can be conducted. form well. The coefficient for Size (LNSA) is significant at the 1% level but it is negatively related, indicating that smaller firms are more profitable than larger firms. The capital expenditure ratio (PCEXTA) is also significant at the 5% level and the coefficient is in the same direction as predicted i.e. higher capital expenditure ratio, better firm performance. Table 4 here" Table 5 reports the result of the regression analysis using ROE, an accounting measure of performance, as the dependent variable. Role duality is found to be negatively related to corporate performance at the 1% significant level only for the year 1999 and 2000. As for the pooled data in Model 2, role duality is found to be negatively related to corporate performance at the 1% significance level. All control variables are significant at the 1% level, and the coefficients are in the same direction as predicted. Table 5 here" Table 6 reports the result of the regression analysis using ROA, another accounting measure of performance, as the dependent variable. The pooled data shows that Role duality (DUAL) is again found to be negatively related to corporate performance, significant at the 1% level. All control variables are also significant at the 1% level, and the coefficients are in the same direction as predicted. Table 6 here"
"Please insert
In summary, the results in the current study indicate that there is a negative association between role duality and corporate performance only when ROE and ROA are used as a measure of performance. This result is similar to the findings of Dahya et al. (1996) who found that accounting performance of companies, measured based on Return on Sales, decline with role duality. The result in the current study, however, is in contrast to that of Peel and O'Donnell (1995) and Balinga et al. (1996) who found no significant difference in performance of companies with and without role duality. When Tobin's Q, proxy for market-based performance measurement is used, the result in the current study found no significant link between duality status and firm performance, similar to that found by Davidson et al. (1996) .
Conclusions and recommendations
The results in the current study provide evidence that there is an increasing trend of CEO-duality in Malaysia, from 8.8% in 1996 to about 17.9% in 1999. The results also show that companies with role duality seemed not to perform as well as their counterparts with separate board leadership based on accounting performance measurement, that is, ROE and ROA. However, the market reacts indifferently to companies with or without role duality. The results found in the current study indicate that CEOduality reduce the monitoring effectiveness of the board over management, resulting in the poor accounting performance of the company as a whole. Thus, this implies that the recommendation by the MCCG to have the two roles separated is deemed very important and must be implemented fully. The separation between the position of CEO and Chairman, which may lead to more independent boards, will provide the essential checks and balances over management's performance.
Our results help to establish a starting point for exploring empirically the importance of corporate governance structure in Malaysia, an area that has only received little attention previously by empiricists. Notwithstanding the findings, the current study suffers the following limitations and would potentially represent opportunities for further investigation.
To obtain a greater understanding of the findings presented in this study, several areas of future research can be conducted. One approach is to use case analysis by examining a few of the companies in greater detail to have better insights to the actual motives of having role duality on the board. Only role duality variable is considered in this study, hence, future studies may want to consider other corporate governance variables such as board composition, cross-directorship, and audit committees. In addition, board composition structure can be further explored by classifying NEDs into independent and grey directors. 
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